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Our assignment: 

• Respond to public records request & ensure compliance with law 

• Conduct an Internal Review 

• Not financial 

• Work performed: 

• Media and public records requests 

• Interviews 

• Meetings 

• Documents 

• Research 



Organization of the Report 



/. Powers and limitations of the UCDD and related entities 

II. Issues with Living the Dream 

III. Issues with the UCDD and related entities 

IV. Options and recommendations 



PART ONE 

Powers & Limitations 
of the UCDD & Related Entities 



UCDD - Purposes & Limitations 



• Development District Act of 1965 and By-Laws 
Objectives & Purposes: 

• Area-wide planning and facilitate economic development activities 

• Limitations: 

Strategic plans advisory only - up to government bodies to adopt 

• No authority that would interfere with city & county governments 

• No construction projects 

• Membership voluntary 



a 



UCDD: Related Entities 



CROC 

• Purpose - housing project sponsor 

• Board - any District resident 
CAIC 

• Purpose - loans to small businesses 

• Board - county execs. & govt, officials 
Conflicts? 



UCDD 



CRDC 



HUD Projects 



I 

+ 




Mt. Vernon 



PART TWO 

Issues with Living the Dream 



Living the Dream: Origins 

• Timeline: 

• 2009 - Mount Vernon 

• February 2010 - LTD incorporated as non-profit 

• May 2010 - CRDC/LTD Boards approve land purchase & BPC loan 

• June 2010 - property purchased; dissolve non-profit & form for- 
profit 

• December 2010 - form new non-profit & vote to dissolve for-profit 

• Switch between non-profit and profit 

• Who owns LTD? 

• Not-for-profit with board controlled by CRDC 

• Reverter clause 



LTD: Project Planning 



• Financial planning required for typical CRDC project: 

• Consultant, architect, attorney, and contractor 

• Conflict of interest certification 
Detailed feasibility study 

• Land use certification 

• Compare with LTD: 

• No feasibility study 

• No financial controls or exit strategy 
- No construction budget 

• Minimal operation budget 

• LTD design issues 



LTD: Funding 



FNB: 






i $150,000 
^^^^^^^ 



UCDD: 
$300,000 (CRDC) 
$44,000 (approx.) (LTD) 





r 



CRDC: 




$185,000 (approx.) 
$^00 nnn (\ imn\ 




^ $150,000 (FNB) 
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LTD: Summary of Funding 



• Payments on Loans: 

BPC - monthly payments of $3,100 (approx.); will increase to 
$6,000 (approx.) 

• FNB - line matures in Dec. 2012; interest currently being paid by 
CRDC (over $900 per month) 

CMC - loan matures in Sept. 2012 with 180 monthly payments of 
$1,798.69 

• Total UCDD money at risk: over $490,000 

• UCDD, CRDC, & CAIC money at risk: approx. $900,000 

• All but $225,000 unsecured 

Order of Priority: 

BPC, mechanics lien (currently over $78,000), CAIC, UCDD/CRDC 



LTD: Funding Authorization 

• UCDD funds: no Board approval 

• CRDC funds: no Board approval, except for $25,000 

• FNB line of credit draws: 

• CRDC (no Board approval) 

• UCDD (no Board approval) 

• CAIC loan: 

• Misstatements at July 11 , 2011 Board meeting 




LTD: 2/16/10 UCDD Meeting Minutes 



Signature page of the minutes: 



Minutes 

Upper Cumberland JPmlrnanicutDSitriet 
ExwHiive Committee binding 
February 16, 2Blflr - ftejc 4 

Ms. Brown siaiwi ftssl die Tennessee Cfencer for Performance Excstilciwc hits; a gmar partnership 
wi!h BCD. Wc have offered this to counties free of chnrji*! as a Three Star incentive Ms. Brown 
CDiaigyatidirted Overton and Cumberland course* for going through ilie process xzid maris wail 
lie presented 1o tgie counties on February 24, MO: 

Kenneth Oopdand intnxliDCtfd Ctosg McDonald the raw Overtoil County Chamber of Conuritrce 
Director. 

Then being m fitrutcr business 1o disciws Curtis Hayes mad* a mollis to ndjiwm. Jan»cs Carter 
Kfiowidcd tie mote. Motion carried aaanbaously 




EiEculive Committee MHUfcgl* ^jreMaft s 
Mskc Garason Curtis I layet 



Dak Rsajan StepSicn BiJfoiey 

J. a Graham Mwtel Neshitt 

JtfilK Foster John Fclraiim 



fohti MtiWlmx Hed SuJSivan 

James Cane; Taft I fendmtHiiki 

Keiaiein CopcLand .kfTNfeConrale* 



Original 



Minuted ' 

Upper Cumber i;iml tavUftpBMiif Wotrkt 
Kxeeiitive Ciinjiuiltoc Meeting 
Febiiinry W, WW - • Page A 

Yjel;ie Gdliihni statal flint we will receive »i )S% reduciioii in to JWuLiv* Caregiver Ptoftrcun 
forth* ww total year. 

Nft. Callahan, reported Ihsf. flu: Solid Wade Buwiluliim l&at tUc KnvminrnenL Cammftoc passed 
was de! ivcrail to NtuMjEe. Thai* warts wmie dia»*cg i» flic «ylUl waslo fees. frmjciiid of th© 
$3,000 iwf<i&<tH will wanain HS$S»flOO for less (tern J0,0nf>ltm« aitd S4„0O0 jfciver 141,000 tana. 

terry Webb stated Hut we we rioting wnsnvniiion m Fiddlcro Annex project. W? ire anxiously 
waiting tlis applKsrAtar, that wu aiiainilioil for a 207* lnvjeot in Lebanon. We did a Jsoincta 
sotmt for ibe region, ajtd thcifl fli'C AfljttoxiniiitcJy ^fiOO lioiratess r K| >l>fe to Kfp*- 
OmfoxbnL John I'cUiani assort it" fliw© was- » toeataJown 'sy county. Larry will £=l Ihe 
in^iT.-naiicrji to cvayoue. Mm Peihiin .nadc a motion to aceuyt Ihu inoject report as f masntdd. 
Michael 'Ncsbiit mamled the motion. Moiton carried unankKMial 

Den Itori^asAJinnrjevd frrtflASBY 5«1 k ccttrfr-c down and Lt will by sirioterthan CiAfflHY 34. 
Canutes will tarro to he iti eoniplianco by June, 201 1. Mr. Rodgors Snfnduoed Erin "KjeteUri 
Research CbonHnaur ttl HTAS. 

Ksnoi Hmirn fcieLsd that *1kw vdH lie 03 Energy ESiciinl. Comammiy Plonk grants awarded 
way bow, Tl» l&utf Tttihimluay grants bwe been undo. CRHST (Coating Rural 
IfeUrepretienrlaC Syrian it- Tciinesae*) lias awarded their grant oppcrLii^Hics and Cuinherlocd] 
County received llw? «*va*3. Parties* day mwl riclcctt also npjjHtsd a* a regional purttier^ip, 

Ms. Brown ani'ftunced that the dccidlm* fiw npDtyinjs fi'' iF:eTenncssco l>osynrxnvTU! J'rogism wok 
TVtairy 5 th . Risklccu applications were stibiviliuil die acitto m*\ Tennessee HaMilnvni 
will jpteV six appficstfion^ ft* downtown leviltflMnn. This it >m etjjhuca month fragrant 
wlwie it is very hx»vbt <m in Jbiw stck: developmect for *l:*wrUi*AVii, dosign tirgani/alioji, 
pnomotonwixl citxiriMfiio :visln:ctiirUiC. 

Mr. Dmn.ii aouonincccl thai il:eft U sonre Lcat'cwdiip (fiatts avdJablc called Piercer As^lemy. 
Thtro arc ^c-ity w^Ju Dfiniities aorma tin: suae that Imnait foJcen arivanfe^ i»fNnti« of the 
odncadnul wwwfims, Jhercfbrc, BCD wui'ieiirija $30,000.00 will ftf frcttfaBiiiiog. 

Mis. Bi-inifn abated that sht? Jura oite cmnils tcj ihe L-otriutudtiPit flwl. *e works with, find If 
anyone Iie* any (fucslton* .cjive her a call Mjl Biwmi stated tliHt this also pays fot flis Elected 
Officinfff Aanlurry M'^\$ mil ih= CorjQty OfEn^nl)* ClurtiFiod TiRa^ic PVo«iara wiU> 
CTAS. 

Jlfti Rnrtjjais stated Uwi flll Jtf'lUs cwntlw ArndU ;i<rvc icccivwl <m frwifatioa to tiro Viireh 
201 inching *t the Mie Town OaHru; Thu nieetiiifl stMte al -:f>» i>-iu.» dliuia- fa Hi 6:1)0 (J.kl 
and another class mxto (A jura. 



Altered 



Upper Cumberland J»ev«lnprx«s£if District 
KvccuHvh: Committ<v Mcdingu! 
Febrwn-KSOlO-l'ne? 

Viaadc Catlnhan Klulwrl itrat wifl ?ecai>;e a 1S% rc^iiciiur. In the E.eLa-:iv:: f.Juntijver rroj>ram 
fur ilic kbw fiscal yenr. 

Ms. Callahan repotted that the &>*.«1 Waste Resoinckm that the Kiivironowntt Cwnmiflee passed 
was dfilKcrcd to NjwVvilk. "l'hcrc v/ere s*»i«e charif cs m ihu anlld waste fees, JasieEd tit' dis 
$5,000 increase it viU ranaiiLal S5.000 for less than 10,0CX>tons ani R-*,f)00 ifovet liyjOU tDTO- 

i «rTy Weth staxd tlml ws il-* starting oumtrtjciiuri oa Fiddlers Amisyr project We arc snxioualy 
awaiting the AppHcadoa that we mjlm-Jttod for a 202 iirryect in Lebanon. We did a homeless 
ctnml for -fee Rsginn a^id tl:erc art uppruwijiatsly 1,000 homftlass pocplc in the TJpjjer 
Curab-jrlnTKi. John i"s;lhHTr u^ired if tiorc was * breakdown *jy county. Larry will get dse 
irtformation to everyone. John ydham made a msrfitm X« uctefri the project report as pwaaotcd. 
Miidiael NssJjitt iccondctl theciotion Vfrnior carried unanimous^. 

I PtTectOf Mkms <K*cus3eti the Tieed :<w indepcawiciit living gmtirj liomci in Ji« li'pjter 
| Cxrmbcrlr-Tid area. Hie HoLsitig Corporation 50lc3 nonprofit csorpTOj'ififl ifl exploring possible 
I siias ir. the area Ms A^lfins ako cfiaoosfsed the nccc for sfartixp and raoovancio tkillats. Much 
discussiim wjs had regarding the details of this jsroject- X.«nnctti Cupalmid made die motion thai 
due to UCOl) Iwvinft a» 'inrcstrit.-fed fund balanco in <kc««(i of 1 J million that an amama. not to 
cxckh? il 300*000,00 be- granted -o CROC for purchase, renowaifoa or sfartup of intierjertdettt 
living jar scsmifr or EnotvidyajN with dlssbilitice. -tyhn MulliQ:^ aceondaL the motion. Moti<«o 
tarried unanimously. 



Ben Rodgere sam-mouC diat GASBY j4 is cowing down tm] it be stricter than CASBY 34. 
Counties, will have to he i:i ewnplianos by Junt, 201 1, Mr. Kodgcrs iutradaead lirin Kettle 
ReAeerch Coordin«t*,rrat CTAS. 

TCaren Brown stulud that tbc:r- will be 93 £ncr«y FjUcieru Conuuunity BJtxik giiuils awarded 
vory won. Tte Itur^l Technology grants; Tiave beer. mads. CREST (Creating Rural 
Entrcprmourit<l FiyHCen^ in Taireftfiee) has awarded their grant opportiiniliw* mrH Cumberland 
Cafljiy rscsr ved the award. Fsntress, Clny and Picked also appi'tst: mm t ree'or.al pf.rtncrsihvp, 

Ms, Brown .mrJiounccd th.nl the deadline for applying 5d/ the TonneB*eB Dcn^iitowns Program was 
February 5 ft , Eighdew) applioatitr-s were subnshtsd aavws lb* state and Tcnncsseij Downtown 
p/il" picV are artplicatiop* Ru downtown revita'ijsatioa. fhib w tm eigtiteen month program 
where it vciy hanrti tin k four aieas: development for downtown, design organ izition, 
projtnodoti and eMn^miwirestJ'jjetnrjiig. 

Ms. Br<jwn wimHinced thut Lhere is some L(»rlfr?hip (irants available tylluiL Pioneer Academy. 
Then: irrfi hvenfy eight connaes bctobs the fl*ate thst havin'1 laken advantage of some of the 
ed'joatio.tal scssiorJi, therefore. V.CD is ofiering 0,01)0 .00 worth office training, 

Mx. Browj) jested t'liii she hx» sent oa emails to the wn-.TWunities that sho vvfks- with and if 
anyone- Lws my euestious give her a call. Ms, Brows stared that this u'.w\ pays for the Eltniterf 
OrfSaals Academy wiih M'l'AS and the Chanty Offidalj Certified Iraining F-u^iLn 
CTAS. 

Bet Kodgew sd-iad that all vf his counties bhotikl Iwe received an invitation to the March B, 
2010muejTi5ai the Lcsb'ft Town Ccnfnt The meeting starts at 4:00 p,r .> dinner is a: 6:00 ?,ci 
and sucther class b»^tI£ at 6:30 pm 



LTD: 1/4/12 CRDC Meeting Minutes 



Discussion regarding start-up funding for housing projects 
Minutes 




CuMiberfeiMi Regional DevekpotetK Corporation 
Board of Directors Meedng 
January*, 201 J- p*gc J 



make a repeat to HUD and they have to rcfease it Lunysisisd that LTD is not a HUB pwietf 
bus it is under the umbrella of i( nil hikI suggested ££iae we ftdEow the sftrcie patient. Wendy mk 
.or amotion to use funds that ate avaiUWc I3iroii£h CRDC to fund other projects as ncccssm 
Wendy stated that wc Deed to leave IfcjWinn open because we have ofter projeei* that we 
offset cost with nd that is what (hat money is Bmented for it to ofifeeE ootf of other projects that 
wcarelrysngUf bwild, We have always done ii. w>ndy Asteus suggested ihst we leave th^U 
*f*to*V** w HP wd and finds far Peyton Mam w Datpraad Mitaor. W* have a Nhe of 
credit that we have Mwlri tot of start up on Jh^M^gtaanl when tiie projects cJo* that 
mom* & oes foidc m to start up the next pojeeL iSffiy^SKfaW^ that 
htih hi he dmn l^f^c^lijiw^fewBwfi^ back bt£feMT. To date> we ha>e spent in the 




LTD: Current Status 



Expenses 


With Tenants 


Without Tenants 




Monthly 


Annual 


Monthly 


Annual 


Personnel 


$13,900 


$166,800 


$2,000 


$24,000 


Misc. Operating 


$4,000 


$48,000 


$1,500 


$18,000 


Total Expenses 


$17,900 


$214,800 


$3,500 


$42,000 



*Monthly Mortgage Payments Not Included - BPC ($3,100-$6,000), CAIC 
($1 ,800), FNB Line of Credit (??) 



**Monthly Revenue with 20 tenants (avg. rent of $1200) - $24,000 



*** 



Projected cost to complete construction (including mechanic's lien) - $140,000 



All numbers based on current information and estimates 



PART THREE 

Issues with the 
UCDD & Related Entities 



UCDD: Expense Issues 



• The UCDD Expense Reimbursement Policy provides: 

• "Employees will be reimbursed for authorized expenses incurred in 
the conduct of District business at a rate specified in the UCDD 
Travel Regulations." 

• The UCDD Travel Regulations provide: 

• "Receipts are required for all items or fares in excess of $3.50 
except for meals, taxi fares, tolls and ferry fees." 

• Also requires that employees "be as conservative as 
circumstances permit when traveling 



UCDD: Reimbursements 



• Reimbursements without receipts or adequate 
documentation of business purpose 

• Trips 

• Gifts 



UCDD: Nepotism 



UCDD Personnel Procedures Manual 



• Employment of Relatives - "No employee will be hired or otherwise 
placed within the same direct line of supervision where one relative is 
responsible for supervising the job performance or work activities of 
another relative; provided, that to the extent possible, the provisions of 
this chapter shall not be construed to prohibit two (2) or more such 
relatives from working within the Agency." 

• Supervision of UCDD Personnel - The Executive Director will name, 
select, supervise, and release all UCDD employees : and will prescribe 
their duties, responsibilities and authorities in accordance with these 
policies and in accordance with the approved work programs and 
budgets of the contracts operated by UCDD. The Executive Director is 
the only person with the authority to hire, promote, transfer, or dismiss 
any other staff member in any position ." 

• Job Advertisements - generally required 



LA Management 



• Origin: 

Chartered as for-profit - June 201 

Officers - Larry (President) and Wendy (Secretary/Treasurer) 

• Reason for creation 

• Contract with UCDD - July 2011 

• Dissolution - November 201 1 

• Conflict of Interest: 

• TCAD Code of Conduct 

• UCDD Personnel Procedures Manual 



Government Investigations 

• TCAD 

• Economic Development Administration (U.S. Dept. of 
Commerce) 

• HUD 

• Comptroller of the Treasury 

• Contracting Partners 



Board Performance 



• Duties: by law , board members owe a fiduciary duty of 
care and loyalty to the entity and must act: 

• in good faith; 

• with the care an ordinarily prudent person in a like position would 
exercise under similar circumstances; and 

• in a manner the member reasonably believes to be in the best 
interests of the entity 

• Attendance at Board Meetings 

• UCDD Executive Committee 

• CRDC 

• CMC 

• Position of UCDD Secretary remains open 
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UCDD Board 

• Financial 

• No audit committee or review of audits 

• No operational budget; use of unrestricted funds for "special 
projects" 

• Use of stamps on checks 

• Trips and Gifts 

• Meeting Minutes 

• Personnel 

• LTD 



PART FOUR 

Options & Recommendations 



Recommendations: Personnel 



• Search Committee for Executive Director 

• Interim Executive Director 

• Financial/Compliance Officer 

• Other personnel 



LTD: Current Status 



Expenses With Tenants Without Tenants 

Monthly Annual Monthly I Annual 



Personnel $13,900 $166,800 $2,000 $24,000 

Misc. Operating $4,000 $48,000 $1,500 $18,000 

Total Expenses $17,900 $214,800 $3,500 $42,000 

*Monthly Mortgage Payments Not Included - BPC ($3,100-$6,000) CAIC 
($1 ,800), FNB Line of Credit (??) 

**Monthly Revenue with 20 tenants (avg. rent of $1200) - $24,000 
***Projected cost to complete construction (including mechanic's lien) - $140,000 



All numbers based on current information and estimates 



Recommendations: LTD - The Asset 



Living The Dream Senior Living I 
Three Year Budget Proforrna 



Income 



Yearl 



Year? 



Year 5 



Revenue/ 20 Tenants 
Storage rentaf 
Miscellaneous 
Fund Raising 



$288,000 
$ 11,800 
$ 1,000 
$ 30.000 
$330,800 



$296,640 
$ 11. SOD 
$ 1,000 

$340,040 



$305,539 
$ 11,800 
$ 1.000 
$ 32,100 
$350,430 



Expenses 



Management Fee 


S 


25,000 


« 


25,000 


$ 25.000 


Supervisor 


s 


20,000 


$ 


20,000 


$ 20,000 


Office Expense 


5 


1,003 


$ 


1,030 


$ 1.050 


Cleaning Supplies 


$ 


3,509 


$ 


3,605 


$ 3,713 


Bookkeeping 


$ 


1,200 


$ 


1,236 


5 1,275 


FICA/SocisI Security 




14,003 


$ 


14,000 


S 14,000 


General Maintenance 


$ 


5.000 


s 


5,200 


$ 5,500 


Business Fees 


$ 


1,000 




1,100 


S 1,200 


Utility 


$ 


19,000 


s 


19,570 


$ 20,157 


Water/Sewer 


$ 


3,000 


$ 


4,000 


$ 5,000 


Cable 


$ 


3,500 


$ 


3,600 


$ 3,700 


Taxes 


$ 


12,000 


s 


13,000 


$ 13,500 


Insurance 


$ 


10,000 


s 


10 r 0PO 


$ 10,000 


Audit 


$ 


1,500 


5 


1 ; 500 


$ 1,600 


Food 


$ 


38,555 


$ 


41,110 


$ 43,655 


Food Prep Person ft a! 


$ 


20,000 


$ 


21D00 


$ 21,500 


GENERAL LIABILITY 


$ 


8,500 


$ 


8,500 


$ 8,500 


House Keeping Personnel 


$ 


10,000 


s 


12,000 


$ 14,000 


Principe! & Interest Payment 


$ 


72,000 


$ 


72,0,00 


$ 72.000 




$268,755 


S277 r 4fi1 


$285,370 



Note; Tenants charges are $1 ,200.00 each month 
BASED ON INCOME AVERAGE 



Recommendations: LTD - Exposure 



• UCDD investment: $490,000 (approx.) 

• CRDC investment: $185,000 (approx.) 

• CAIC investment: $225,000 

• Third Party Investment Priorities 

• BPC, mechanics lien, CAIC, UCDD/CRDC 

• Obligation of LTD to repay UCDD/CRDC 



Recommendations: LTD - Options 



• Options for LTD: 

• Close, secure, notify creditors, walk away 

• Complete essential construction, pay bills, cease operations, negotiate 
creditor standstill, market property 

• Full completion, change name, operation, then decide on retention or 
sale 

• Partial recoupment possibilities 

• Decide now whether to shutter or operate for some period 

• IRC recommendation 

• Executive Committee decides 

• If operate, chair should appoint small committee (5-6 
members) with full authority to oversee LTD 



Recommendations - Financial Controls 

• Financial/Compliance Officer 

• Audit Committee 

• Auditor selection 

• Operational budget 

• Use of unrestricted funds policy 

• Check signing 

• Travel and reimbursement policy 



Recommendations ■ Miscellaneous 

• Nepotism 

• Document Retention and Public Records Act Requests 

• Meeting Minutes 



